INTRODUCTION
In this DataView, we look at the sponsors of health care, providing statistics on business, household and government health spending. The companion article, "National Health Expenditures, 1995 " (Levit et al., 1996 presents health care expenditure data in an accounting structure that describes the size, current growth and historical trends of health care by service, matched against the sources that pay the health care bill, such as private health insurance (PHI) and government programs like Medicaid and Medicare. The National Health Expenditures (NHE) structure provides policymakers, researchers, and the public with valuable health care expenditure statistics. However, it does not provide information on the size and impact of rising health costs on the sponsors of health care.
The accounting structure used in this dataview breaks apart the NHE to examine the effects of health care expenditures on the sponsoring sectors. Business, households and government finance health care bill payers through taxes, premium payments (for both private and public health insurance), and general revenues; these sectors also make direct payments to providers. For 1990 through 1995 1 , we will present statistics on how much each sponsor spent on health care and the impact of these expenditures on their ability to pay.
Since 1993, a combination of slower health care cost growth and an upswing in the economy has stabilized or eased the burden that business, households and government faced in financing health care. Business, especially, is benefiting from the changing health care cost environment.
During the same period, the government sector continued to pay a larger share of the health care bill. This increase was driven by growth in Medicare program expenditures. 1965 1967 1969 1971 1973 1975 1977 1979 1981 1983 1985 1987 1989 1991 1993 1995 
OVERALL
• Spending for health services and supplies (HSS) (a subset of NHE) reached $957.8 billion in 1995. Business paid for 26 percent of HSS, households paid for 34 percent, and the public sector paid for 38 percent. Another component, non-patient revenues, made up the remaining 2 percent. • Over time, this relationship among the sponsors has changed. In 1965, households were the primary sponsors of health care. Since then households have been gradually paying for a smaller proportion of HSS and business and the public sector has been paying for a larger proportion. However, by aggressively controlling their health care expenses, business decreased its share of HSS during the 1990s. Actions by the public sector were less dramatic-with the result that the pubic sector share of health care costs increased significantly during this period after nearly 20 years of relative stability. By 1991, the public sector had bypassed households as the primary sponsor of HSS. • The burden placed on business eased over the years 1993 through 1995. During this time overall health care costs grew at a slow rate. Also, enrollment in managed care plans grew. These plans generally charged lower premiums than traditional fee-for-service plans. In highly competitive markets, managed care plans also kept premiums low to increase enrollment and boost market share. Lower premiums offered by managed care plans forced increased competition among all insurers. This in turn forced traditional indemnity insurance companies competing with managed care plans to develop new low cost products or lose market share. These marketplace changes contributed to health care costs consuming less of the business's compensation costs and profits. • According the Bureau of Labor Statistics' Employment Cost Index (ECI) for civilian workers, wages and salaries have been growing faster than employee benefits 2 since mid-1994. The primary driver of the slowdown in benefits growth was the decline in the cost of health benefits. Although a separate health insurance benefit index is not available, the ECI program does publish employer compensation cost levels using current employment weights. Based on that ECI measure, average civilian employer health insurance costs fell 6.2 percent ($1.29 to $1.21 per hour worked) between March 1994 and 1995. During the same period, wages and salary costs grew 0.5 percent, from $13.06 to $13.12 per hour worked.
2 Benefits include paid vacation, holidays, sick leave and other leave, supplemental pay, insurance benefits (life, health and sickness, accident, and long-term disability insurance), retirement and savings benefits, legally required benefits (Social Security, unemployment insurance, workers' compensation) and other benefits (severance pay and supplemental unemployment plans). Health benefits are 23.0 percent of total benefits (U.S. Bureau of Labor Statistics, 1996 
PRIVATE HEALTH INSURANCE PREMIUMS
• Private health insurance is obtained primarily through employer-sponsored health plans and health plans purchased separately by individuals. 3 In 1995, private health insurance premiums continued to grow at a slow rate, increasing just 2.6 percent from the previous year.
• Employer-sponsored private health insurance premiums grew only slightly faster than overall premiums. However, the employee share of employer-sponsored health insurance increased 8.1 percent from 1994-more than twice the growth rate of employer contribution to premiums-with the result that the share of health plan premium costs paid by employers inched further downward. In recent years, many employers shifted more of the premium burden to their employees by either requiring workers to contribute to their own health insurance premiums or by raising the required employee premium more rapidly than overall premium cost growth. • One factor contributing to the premium cost shift from employers to employees was the migration of covered workers into lower cost managed care plans, such as health maintenance organizations, preferred provider organizations, and point of service plans. Although employees generally incurred both reduced out-of-pocket costs and expanded services under a managed care plan, employers typically paid a smaller portion of the total premium for these plans than for traditional indemnity (fee-for-service) plans. Therefore, it is likely that the rapid expansion of managed care enrollment in the 1990s had the effect of boosting the employee share of total premiums.
Percent of Premiums for Employer-Sponsored Health Insurance Plans

Components of Household Health Care Spending, Selected Calendar Years: 1990 and 1995
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HOUSEHOLDS
• Households spent $323.3 billion on health care in 1995. The majority of spending ($182.6 billion) was for out-of-pocket health care expenses not covered by insurance and for copayments and deductibles. The remainder was spent on PHI premiums ($68.5 billion) and premiums and contributions to the Medicare trust funds ($72.2 billion).
• The switch to managed care affected the level of household out-of-pocket payments.
Starting with the late 1980s, the growth in out-of-pocket expenses for health care has been the lowest since 1970. This coincides with the increased enrollment in managed care plans that have lower deductibles and copayments than traditional fee-for-service plans.
Household • Households pay for health care costs out of available income. On average, the burden to households has remained stable over time. Since 1991, households have paid approximately 5.5 percent of their income after taxes for health care (U.S. Bureau of Labor Statistics, 1990-95).
• According to Consumer Expenditure Survey data, elderly households (households with reference persons 65 years of age or over) spend three times as much of their income after taxes on health care as non-elderly households. • In 1995, Medicare Hospital Insurance (HI) benefit payments and administrative expenses exceeded income by $2.6 billion. This financing shortfall was met by redeeming $2.6 billion in treasury securities held by the HI trust fund. This necessity contributed to the increase in the government's share of total expenditures in 1995. 4 The disparity between income and expenses is expected to grow rapidly, with the assets of the HI trust fund becoming exhausted about 2001 in the absence of corrective legislation.
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